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APPENDIX 1
i
AN APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE
COMMISSION IN CASE NO, 06-482 DATED February 6, 1997.
i
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'; 1 Avolded Cost Analysis
ﬁ | BellSouth - Kentucky
:l ' $ in (ODO's)
? 1005
; . Regulated
: , i Amounts Avolded :
Acdl No. AccountTHe | _ARMIS 4303 Amount __ Percentage
6614 Product Managemant 7,081 1,822 2291%
661 Sales 12,804 11,038 87.58%
as1 Product Advertising 4,400 4,245 £4.35%
6220 Operator Systems 3.318 0 0.00%
6533 Testing 8,625 0 0.00%
6534 Siant Operations Admin. 17,070 0 0.00%
8550 Depr. / Amort. Op. Sys. 225 0 0.00%
6621 Call Completion 3,318 2,480 76.02%
8622 Number Services 8,553 6415 76.00%
8623 Customer Service 40,635 26,068 66.37%
— l.ess - Accoss Gost 0
Total Directly Avolded 82,777
53011| Unoollactibles 5,548 5,545 100.00%
2121 Land & Building 15,316 2127 13.89%
6122 Furniture'& Artworks 414 67 13.88%
6123 Office Equipment 1,203 167 13.88%
6124 Gen, Purpoee Computer 15,953 2,216 13.88%
6560 Depr. / Amort. - Gen. Support 14,188 0 0.00%
6711 Executve . 2,082 261 13.88%
8712, Planning 855 119 13.80%
8721 Accounting & Finance 5,883 817 13.89%
6722, Exterral Relations 6.594 816 13.89%
8723 Human Resources 7274 1,010 13.88%
6724 Information Management 28278 3,827 13.88%
6725 Legal 2,335 324 13.89%
6726 Procurement 1815 268 13.80%
6727 Ressarch & Deveiopmant | 1,583 220 13.89%
6728 Other Ceneral & Adminlstrative 38,471 5.085 13.88%
—— Less - Misc. Costs 0 :
Total indirectly Avalded 23,087
‘| Total Direct Avolded 52,777
i Total Direct Expenses 380,027
i Allacation Factor - Direct 13.88%
Return & Income Taxes 0
Total Avolded Costs + Return 75,844
Tola! Revenuss - intra 466,483
Whoiesale Discount Factor 16.26%

* Dirbot Testimony of Patricia McFarand for ATET Attachment PM-2
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APPENDIX 1A

AN APPENDIX TO AN onoéa OF THE KENTUCKY PUBLIC SERVICE
COMMISSION IN CASE NO. 96-462 DATED February 6, 1997.
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Residential Revenus
Business Revenup
| Tota! Revenue

|
Regidential Expenses
Business Expenses ;
Total Expense :

" 'Revenues

Expenses

Resiﬁential Discount

|
|

Business Discount

T0 914045295122

Amouni-

236,617,412
174,682,350
411,280,771

23,017,341
15.734.168
38,751,507

PO08/012

HO.2%4

%
57.63%
42.47%

58.40%
40.60%

486,483 x 57.53% =
466,483 x 42.47% =

75,844 X 56.40% =
75,844 x 40.60% =

45,008 / 268,364 =

30,785 / 198,118 =

P.9/13

omputation of Resldenﬂal & Business Wholesale Rates

268,364
168,119

45,049
30,795

16.79%
16.64%
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APPENDIX 2

AN APPENDIX TO AN ORDER OF THE KE

NTUCKY PUBLIC SERVICE
COMMISSION IN CASE NO. 86-482 DAT

ED Fedruary 6, 1997,
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COMMISSION |

. _ NETWORK LOCAL |mncahuecﬂomer.euem Decision
Unbundlod L.oops*
i 2-Wire Analog Voice Qrada Loop, Per Momn $18.20
~ Nonrecurring $68.40
| 4-WMire Anslog Volce Grade Loop, Per Month $25.48
© Nonreourring $68.40
2-Wire |SHN Dightal Grade Loop, Per Momh $28.12
‘ Nonrecuning . $58.40
2-Wire ADSL/HDSL Logp, Per Month $18.20
- Nonreeurring $58.40
4-wire HDSL Loop, Par Month $25.48
! ~ Nonrecurring ' $68.40
| 4-Wire DS1 Digial Grade Loop, Per Month $60.08
| Nonrecutring - First / Additional §775.00/$335.00
| :
iNetwork Interiace Devicas*
| Network Intarface Device $1.80
‘ Nonrecurring
|Unbundlad Exchange Access 106
i 0 - B8 Mils, Fixed Per Month $16.14
Per Mile. Psr Month §0.0301
l 3 - 25 MWilss, Fixed Per Month $17.18
Per Mile, Per Menth $0.0728
5 Over 25 Mllag, Fixed Fer Month $18.41
! Fer Mile, Per Month $0.0831
i Nonrazurring $93.00
tUnbund?ed Local Switching**
| Unbundled Excharige Ports .
2-wire Analog, Per Month $2.81
} " Nenrecurring - First / Additional $60.00/818.00
4-wire Analog (Cein), Per Month - $3.04
' " Nontecurring « Firgt / Additional $50.00/$18.00
4-wire ISDN DS1, Per Month §276.48
1 " Nonrecurring - First / Additional $230.00 / $200.00
| 2-Wire 18DN Digital, Per Month $12.33
! ' Nonrecurring - First / Additional $160.00 / $120.00
( 2-Wire Anslog Hunting - per line - Par Motith $0.20
i ' Nomeourrlng $3.00
}'Bel's::u‘th hee included NIDs as a componant of its unbundied ioops. Tha Commission ir
its Order is requiring BeiiSouth to camplets TELRIC Studies to separate the unbundisd
'ioo,. anuINaD eiements.
L"'Non'e ing rates for n |
™ m?ns a?'\ e L oxl{:%e gl;dhl:ops have been adjustad downward during

b
!
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) COMMISSION |
' NETY W%ﬁ' LOCAL INTERCONNESTION/ELEMENT Declsion
Unbundiod Lecal Usage (Restru ching)

End Office Switching, Per MOU $0.002582
Tandsm Switching, Per MOU $0.001174
Commoan Transport, Per Mile, Per MOU $0.000824
Common Transport, Faclity Termination, Per Morith $0.00036
Local lnterconnsction*
End Office Switching, Per MOV $0.0020
Tandem Switching, Per MOU $0.0030
Common Traneport, Per Mils, MOU $0,0000
Comman Transport - Facllity Termination, Per MOU $0.0000

| Intermadiary Tandem, Per MOU™ $0.00200

Dedicated Transport - DS1 only
Per Mile, Per Month $23.00
Facility Termination, Per Month $80.00
Facllity Termination, Nonrecurring $10049

‘Channelizatlon System - For Unbundlsd Laaps _

Unbundled Loop Systam (DS 1o VG) per sys/per mo. $426.33
Nonreourring . $825.00
Cantral Office Interface Per Circult, Per Month $1.26
Nonrecurring $8.00
CCS7 Signaling Transport Sarvice
| Signaling Connection Link, Per 56 Kbps, Per kionth §13.86
Nonrecurring $510.00
' Signaling Termination (Port), Per TP, Per Month | $22.70
Signaling Usage, Per 58 Kbps Facility, Per Month ; $385.00
800 Access Ten Digit Screening Service
Monthly Ratas
Per 800 Call Utilizing 800 Access Ten Dight Screening '
Service with 800 Number Dallvery, Par Queiy $0.0010
Per 800 Call Utiltzing 800 Access Ten Digit Screaning Servioa with
800 Number Delivery, with Optional Complex Faatures, Par Query $0.0011
Per 800 Cali Utilizing 800 Access Tan Diglt Soreening
Service with POTS Number Delivery, Per Query $0.0010

‘ Per §00 Call Utilizing 800 Access Ten Digit Soreening Setvice with

1 POTS Number Deafivery, with Optional Compiex Features, Per Query $0.0011

!' Local Interconnection s defined as the transport and temmination of loca! traffic Lstwaen
facilty based csriers.

~ The tandam intannediary chargse applied on‘y to lnhmmry traffic and ls spplied in
inddition to applicable iocal intarconnacon ehatges
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i COMMISSION:
| NETWORK LOCAL lmncdmzmommmsm " Decislon
800 Accezt Ten DIGR Screening Servite (continued)
ITlonracumnn .
Reservation Charge Per 800 Number ﬁesewad First / Aaditional $27.50/ .50
Establishment Charge Pe- 800 Number Esiablished
with 800 Number Delivery - First / Additional $55.00/ $1.50
Establishment Charge Per 800 Numbet Established
with POTS Number Delivery - First / Addltional $55.00/$1.80
Customized Area of Service Per 800 Number - First / Additions! §3.00/81.50
Multiple inierLATA Cerrier Routing Par Canier Requestad, Per
' BOO Number - First / Additiana! . 33.50/%2.00
Change Charge Per Request - First / Additional $45.00/8150 |
Cail Handling and Destination Featurse Per 800 Numoer $3.00
Line'Information Database Aecoss Sorvics
Comrnun Transport, Per Quaty, Per Manth $0.8000¢
Validation, Per Query, Per Month $0.00838
i Nonrecurming - Orig. Point Code Establishment or Change $01.00
Opemtor Services
|Operator Call Processing Access Bervite
i Operaicr Providad, Per MOU
v Using BST LIDB $1.6016
’ . Using Foralgn LIDB §1.6240
:Fully Automated, Per Aftempt
: Using BST LIDB $0.0856
! Using Foreign LIDB $0.1071
! : .
i nvard Operaicr Services Access Service
' Verification, Per Call $1.00
| Emergency Interrupt, Per Call §1.411
Directory Assistance Access Service Calls
Per Call $0.3163
Dlrec'gory Assistance Database Setvice
Use Fee, Par DADS Cusfs EU Request/Listing $0.0103
Monthty Recuming $120.76
DIrect‘Access to Dirsctory Assistance Servicy (DADAS)
| Database Service Charge, Per Month $7,236.01
t Database Query Chargs, Per Query §0.0052
| Nonrecurring - DADAS Service Establishament $1,000.00
EDA ClActess Service
| Her Call Attempt - $0.058
1 . ‘
IN umbir Services lntércept Access Serwce
[ Per Intersept Query ‘ $0.084
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Premlum - -dditlpml

| NETWORK LOCAL lmncbmecnoum.amsm Decision
Dwectory ry Transport
; Switched Common Transport, Per DA Service Call $0.000175
Switehed Common Transport, Per DA Senvics Call Mile $0.000004
Accass Tandsm Switohed, Per DA SaMce Call $0.000783
Sw. Local Channel - DS 1 Lavel, Per Month 133.81/mo.
Nonrscurring - First / Additlonal $886.91/ $486.83
Sw. Dedicated Transport - DS 1 level, Per idile, Per Month $23.00
Facllities Termination, Per Month §00.00
' Nonrsourring $100.49
. DA Interconnaection per DA Access Servloe Call $0.0006
lnstallation NRC, Per Trunk or Signa.ing Connhection - First / Additional $916.00 /$100.00
collc)caﬂon '
. Applization - Per Arrangemant / Per Locahon - Nonresurring $3.850.00
! Spacs Preparation Fase - Nanracuring ICB
Space Construction Fee - Nonrecurring $4,500.00
Cable Instellation - Per Enirance Cable §2,750.00
Floor Space Zone A, Par Sguare Fost, Per Month $7.50
Floor Space Zone B, Per Square Foat, Per Month $6,76
Peuter Per AMP, Per Month $5.00
+ Cable Support Structure, Per Entrance Cabls $13.35
|
POT Bay (Optional Polnt of Temnination Bay)
Per 2-Wire Crass - Gonnect, Per Month $0.06
Per 4-Wire Cross - Connect, Per Month $0.16
Per DS1 Cross - Connect, Per Month $1.20
Per DS3 Cross - Connect, Per Month $8.00
Crosg-Connects
2-Wire Analog, Per Month $0.31
4-Wire Ana'og, Per Month $0.62
. Nonrecurmring 2-wire and 4-wire §18.00
DS1, Per Month 58.00
' Nonrecurring - First / Additional 5155 /827.00
DS3, Per Month $72.00
~ Nonrecurring - First/ Additional $165/827.00
Security Escort : |
gasic - 18t hatf hour ': $41.00
vertime - 18t half hour $48.00
Premium - 1st haif houwr $55.00
Baslc - additianal $25.00
Qvertime - addttional $30.00

$36.00
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COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVIGE COMMISSION

In the Matter of:
1

PETITION BY MCI FOR ARBITRATION OF
CERTAIN TERMS AND CONDITIONS OF A
PROPQOSED AGREEMENT WITH BELLSOUTH
TELECOMMUNICATIONS INC. CONCERNING
INTERCONNECTION AND RESALE UNDER
THE TELECOMMUNICATIONS ACT OF 1896

CASE NO. 86-431

| On Dacember 20, 1996, the Cé)mmission entered its final Order deciding the
arbltrated interconnection issues betw;en MCI Telecommunications Corporation and
HMCﬁnetro Access Transmission  Services, Inc. (*MC1") and BellSouth
Telecommunications  Inc. (“BeIISoutH"). BellSouth and MCI have requested
recohsideration and clarification of cEmm issues contained in that Order. The
Commission’s decisions regarding the éarties' requests follow.
L. RECONSTITUTION OF UNBUNDLED NETWORK ELEMENTS
dellSouth requasts rehearing on the Issue of recombination of unbundled network
elements, cling it as "one of the most crltical matters to be arbitrated.” BellSouth states
that the Cormmission's Order permits Md! to circumvent the pricing policy set forth by the

Act fpr the resale of retall services and tb avoid the joint marketing restricting of Section

271(&)(1) of the Act. BsliSouth states that the Order Imposes a "grave injustice” on it2

and argues that since rebundling elements to provide a service is only resale by another

! BallSouth Petition at 1.

e Ea‘:jb

? ' BeliSoutn Petition at 2. | b

qu
‘Q*d NPT
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narke. the resale£ pricing' siandards $f Section 252(d)(3) of the Act, rather than the
unbifundled glement pricing standards of Section 252(d)(1) of the Act, must apply.
BellSouth argues that this result is ccl_mpelled becauss Congress must have intended
that competitors could provide retail sel?rvice through combination of elements bought at
unbundled eiaments rates anly f thay éombine these elements with their own facilities.*
Allowing a compdtitor to buy at unbﬁndled ratés and then combine the elements to
provide service prdduoes price "arbitragie," a result BellSouth claims Congress could not
have intended.* l

The Commigsion agrees that th;e issue Is critical. |f competitors are not able to
use BellSouth's network elements at cost to provide service, viable competition is
unlikely to grow. Moreover, the Commigsion rejects BellSouth's strained legal argument,
which would require it to ighore the laﬁguage and the structure of the statuta.

The pricing for resale and the pricing for unbundled slements appear in two
entirely different sections of the Act. Their terms cannot be cobbled together as
BeliSouth suggests. Section 252(d)(3) sets resale pricing standards "[f]or the purposes
of section 251(c)(4)." the a.ubsection which describes an incumbent LEC's duty to offer
services for resale. The pricing standards of 252(c)(3) thus apply specifically to resale -
alone, and not to the sale of unbundied elements pursuant to an entirely different
subSection. 251(c)(3). '

Section 252(d)(1), in contrast, pr&vides standards for pricing netwotk slements "for
purposes of subsection (c)(3)," the subsection which describes an incumbent LEC's

("ILEC") duty to sell unbundled elements. Unbundied elements must be sold at a price

*  BellSouth Petition at 7,
¢+ BeliSouth Petition at 8.
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that 1 "based on the cost (detsrmined Without reference 1o @ Fate-of-retum or other rate-
baszod proceeding) of providing . . . the ﬁe’mork element,” that is "nondiscriminatory,” and
thet "may include & reasonable prcﬂt Section 252(d)(1).

Section 251(c)(3) statss that an I]hcumbent LEC “shall" provide requesting carriers
with "nondiscriminatory access to network elements on an unbundled basis® in
accordance with, inter alia, the 'raqulréments of . . . section 262." Furtharmoré. these
elemnents must not only be provided ‘at the cost plus formula prescribed in Section
2523(d)(1'); they must be provided “in Jlucb a manner that allows requesting carriers to
pro\)ide such elements in order to prolnde such telecommunications service.” Section
251 kc)(3). The statute is plain on Its face. The Commission muet decline BellSouth;s
implied invitation to add the words "with their own faclities” afier the final use of the word
“alaments" in the last sentence of Sectlon 251 (¢)(3). The Commiesion also declines to
adopt BellSouth's strained reading 3f the statute in which broad implications are
garnered from BellSouth's interpretation 'of what Congress must have "intended.” When
a statute Is plain on Its face, its language is conclusive. See, e.g.. Lvyngh v.
Commorwealth. Ky., 02 S.W.2d 813, 814 (1885). See also Lincoln County Flscal Court
v. Deg. of Public Advocacy, Ky., 784 SW.2d 162, 183 (1960) (where statuts’s words are
“clear and unambiguous and emreés the legislative intent, there is no rcom for
consitrucﬂon or interpretation and the s&atute must be given its effect as written®).

Finally, BellSouth's ingistence that the Commission's Order subjscte it to injustics
is apparently based upon the false prémiee that it will be unable to compete when its
taried rate is substantially higher than the price at which a competitor can buy

3
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unk')undled elemehts to pmVide semL There are alternatives available to BeliSouth

othor than uttempﬂng to convince thls Commission to distort the statute. It may file an
apbucatton to restructure lis rates so that they more aocurately refiect the cost of
promdlng service. As with all issues br&wught before the Commission, such an application
would be raviewed in the interest oL‘ providing Kentucky ratepayers affordable and

reasonable pnces, ;

Congress's intent is to drive tolol:ommunmﬁcns rates toward coets and to remove
implicit subsidies from those rates.  The Commission's Order In this case wil,
consistently with the federal mandatu', help to accomplieh these aims. To the extant
subsidiss are necessary, Congress er;acted Section 254 of the Act, which provides for
"explicit® universal service support. ' The Commission's current universal service
proceeding, Administrative Case No. 560.’ is the appropriate docket o consider such
lBsties as subsidization of residential e:_erviee..

BellSouth has previously taken Epn.ndont steps, such as filing for price cap rather
than rate of retun regulation, to péstﬁon itself for the advent of local exchange
competition. Artedng its ratas so that 'they more accurately reflect cost will be another

such step, and will ellmlnm the extrema difference between the curreni resale rate and
|

i
i

the unbundied element rate.

* Administrative Case No. 380, Inqulry Into Universal Service and Funding lssues.
: .

.25.1997 3:23FM  PSC 582 564 3460 NO.216  P.4s1S
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. RESTRICTIONS ON SERVICES OFFERED FOR RESALE

| MClI mquosts clarification of the bommission‘s decision on grandfathered services.
MCI's concem Is that BeliSouth Is oppi_osad to making grandfathered sarvices avallabla
to ény customers of new entrants, 'whether they are grandfathered customers of
BellSouth currently'recsiving the :aarvi::ei or new customers.® MC! Is also concerned that
the écope of the "limitations" referred io in the Order le unclear.

Grandfathered services &are thosé which are no longer offered to new subscribers,
but are continued to be offered to suﬁscrlbera having the service at the time that it Ie
withdrawn. To deny a subscriber who might consider changing carriers the opportunity
to continue to receive the service WDl!Jld put the potential competitor at a oompeﬂtivel
disadvantage relative to the ILEC. |

BellSouth In} its Best and Final cffer agreed to resell all of its retail services with
certain limitations. One of the seriyices to be resold subject to limKations was
grandfathered services. That Iimitaﬁo% was that grandfathered services would not be
available to new or additional customers, The FCC's order at paragraph 868 states that
all grandfathered customers shouid have the right to purchase such grandfathered

o

services directly from the incumbent mJ Indirectly through a reseller.

The Commission's December 20, 1998 Order is dlarified o state that a subscriber

changing carriers from the ILEC to a resaller shall be entitled to recaive that same

®  MCI Pstitionat 7.
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graf\dfaﬂwerad sarvice from a resaller who buys the service at the wholesale rete fot the
duri'atlon of the grandfathering period. |
Promotions |
MC! asked the Commission to cliarify its Order that promotione lesting 80 days or
lese be made avallable for resale but ithat BellSouth need not provide these to MCI at
any:j additional discount beyond the pr&motional rate itself. Promotional incentives take
many forms. In some cases monthly'fcharges are reduced or waived. In other cases
nonrecurring charges such as tnsta!laﬁof‘n may be waived. These types of incentives are
common. MG, under the Act, can reiéell any LEC tariffed service at the tariffed price
less the wholesale discount and pro{:ide any promotional incentive it may consider
necbssary to meet a LEC's offering. |

| The Commisslon therefore c!a:'rlﬁes its previous Order to staie that services
covered by a LEC's promotional oﬁaring are subject to the wholesale discount.
However, the incentives are not. MC:1 or any other compsting local exchange carrier
(“CLEC") is free to package services With its own promaotional incentive in any way It
sees fit to respond to a similar promotfonal offering of a LEC.
Mandated Discourfs |

| MCI requesté that the COmmlulion define and limit this category of services that
Belléouth nesd not provide MCI far resfale at any prics. The Commission is not aware
of any spacific discount that BellSouth is mandatad to offsr. Should any euch semvice
arise in the future BellSouth should n6t be obliged to defer the mandated discounted
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service &t the mandated discount rate less any wholesale discount. The underlying
services are avallable at the tarffad ers less the wholssale discount rate.

MCI may petition the Commlislon on & case-by-case basis challenging any
restriction as to the terms or Iimltaﬂonis contained in BellSouth's tariff.

Taf Temme snd Conditors

in its December 20, 1896 Onderijhe Commission stated that services avallable for
res;ile would be subject to the term; and conditions, including restrictions, found In
Belléoum's General Subscriber Tarlff.% MCI requests modification of this policy to allow
the ‘company to challange these isrms, !’loondltians and limitations before the Commission
if they are desmed to be antlcompeﬂté\le.

The Commission agrees with MCI and will modify its policy to allow MCI or any
other CLEC to chalenge tariffed terms, conditions or limitations before the Commission
on a caee-by-case basis.

Resale Rates

© MC! has requested the Commflulon to establish two discount rates, one for a
company providing its own operator services and one for a company purchasing operator
services from the ILEC.

The Commission determined in kdmlnlstratwe Case No. 355 that ILECs will not
be required to desegregats a retall servioe into more discrete retall services;® therefore

this request to unbundle access to op&rator servicas from local sorvices is denled.

Administrative Case No. 355, An Inquiry Into Local Competition, Univereal
Service, and the Non-Trafflc Sensltive Access Rate, Order dated September 28,
19886, at 8.

7-
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Il BILLING SYSTEMS AND FORMAT
BellSouth asks the COmmlssl$n to clarity its decision on the issue of billing
sys'tems and formet to direct that a éamor access billing ("CAB”) format be used for
billihg recall services and unbundled i'eilaments. as opposed to using the actual CABs

systam. |

| MCI states that it is concemed \Jlth the format of the bill, not with the system used
. to produce the blll.” In its Order the ¢ommlsslon agreed with MCl's srguments that a
CAB8s biling format was efficlent and taiehnlcany feasible. Howovor; the Commission in
its conclusion inadvertently omitted the word fonmatted.” Therefore, the Commission
clarifies the decision to refiect that the b:hb rendsred MCI will be in CABs format and that
CABs software or hardware sysisms nsed not necessarily be used to produce the bill.

IV.  UNUSED TRANSMISSION MEDIA
BellSouth argues in its pemion’ for rehearing that upused transmission media
("dark or dry fiber”) is nelther a network l‘element nor & retail telecommunications service
and that it should not, therefore, b- required to make this resource avallable to
competitors. However, the COmmisslém has not defined dry fiber based on elther of
these definitions, The Commission has defined dry fiber as a resource to the public
switched network, in the same manneli as aceess to poles, ducts, conduits, and rights-
of-wiay. Dry fiber constitutes an access Ipolnt to the public switched network In the same
way as a pole, duct, condult or right-Lf-way. The latter access points are nelther a

’ MCl's post Hearing brief at 42,
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hetwork element nor a telecommunications service avallable for resale and the Act has
made these avallable to competing eoﬁ\pankas.

Therefore, the Commission's dol:lulon on unused transmission media is affirmed
with’ the foliowing clarification. M(:IE asked for clarification on Hts abiilty to rebut
BellSouth's determination that unuséd transmission media Is upavallable. The
Comimiseion finds that MC! should bé permitted to petition the Commission if it can
dembnstmto that BaliSouth is unwilling tb cooperate. The Commiesion also amends this
section of lts Order to change the tlme period for which BellSouth must plan for the
utilizatior: of unused transmission meciia from five (5) years to three (3) years. This
shorier time frame conforms to a moreé reasonable LEC planning cycle and will enable
the carrier to raview budgeting plane. |

V, COMPENSATION FOR ES(CHANGE OF LOCAL TRAFFIC

BellSouth seeks mheariné of the ;‘Commission's detarmination thet the pricing for
termiration of local calls shouid be at total element long run Incremental cost ("TELRIC")
rather than tariff access rates. BellSouth asserts that lts appeal of the FCC's order and
rulegs on TELRIC pricing should cause tli\e Commission to recansider its use of TELRIC
in this case, and that the Commission e:hould require true-ups from the implementation
of thfs Order until permanent rates are ;establlshed after the federal litigation has been
concluded. However, independent of a?ny FCC action, the Commission concluded that

interconnection should be priced st ¢ést plus a raasonable profit based on Section
252(d)(1) of the Act. Thus, BellSauth's request is denied.
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BeliSouth also seeks rehearing Lflha Commission detsrmination to parmit bill and
keep arrangements for no more thar a year, ‘The Commission has reconsidered its
ded;sion and will modify the Order to refqulre reciprocal compensation from the cutset of
thig contract, if the two parties do r;ot agree to a blll and keep arrangement, As
preVlously stated by the Commissl‘bn. “the market will be best served by swift
development of the necessary reoordi!ng and billing arrangements to provide reciprocal
conﬁpensatlon among local oerriers."'!

MC! has sought clarlfication roga'ndlng the applicabllity of interconnection rates set
forth in Appendix 1 of the December ﬁo, 1886 Order to compensation for exchange of
local traffic. With the modification }squiring reciprocal compensatior, the rates in

| Appendix 1 are interconnection ratas *applicable at the outset of this contract. Shouid
MC! or BellSouth bacome disatbﬁéd with the interconnection rates contained in

Appendix 1, they may renegotiate rates to become effective upon the termination of this

two-year contract.

VL. INTERIM LOCAL NUMBER PORTABILITY COST RECOVERY

BellSouth requests the Cmnmlssion reconsider its decision that each LEC should
bsar its own cost for providing remote; call forwarding as an Interim number portabliity
option, arguing that the Commission Jhould inst=ad set a cost-based price for remote
call forwarding service. However, the &ornmlsslon's original deciglon is conslistent with

the FGC's determinations and wil proviHe an Incentive to the ALECs to Implement long
term number portability. BellSouth's réquest is denled.

® ' December 2D, 1996 Order at 14.
10
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Vil. THE PROVISION BY BéI.LsOUTH OF ADDITIONAL TE!.RIC STUDIES
BeliSouth requests rehearing thha Commiesion’s determination that within 60
dayia it must provide TELRIC studies ‘1Lt unbundied network elements that do not have
a TELRIC estimate listed in BeIISc:usth's best and final offer Iincluding the Network
Interfece Davice ("NID"™) and non-rem.lrrln charges. BellSouth assens that producing
such information at this tme is unwar}anted because of the judicial stay of the FCC's
prlcfng rules. However, the Commislbion reached its decision without regard to the
FCC's stayed pricing standards and iJ:\etead mada Independent determinations of the
appropriate cost study methodologla& for Kentucky. The information requested Is
necessary to complete the appropriatlth. Therefore, BellSouth's request is denled.

|
VIIl. PROCESS FOR ORDERING NETWORK ELEMENTS AND
FOR REVIEW OF COST STUDY METHODOLOGIES

MC! Eas asked for the oreaﬁoil\ of an expedited process to review orders for
additional unbundied network slements. The Commission declines to establish a specific
process but notes that should MCI iexperience any difficulty In ordering additional
unbundled network elements, 1 mayil filo a petition with the Commission. Such a
complaint will be handled as expedltloti:sly as possible.

~ MC! requests that It be given an active role in the review of BellSouth's network
element cost studies orderad to be ﬁletlﬁ. These BellSouth TELRIC studies will be filed
in this procseding in which MCl is clear!;i a party. Accordingly, the Commission daclines

to establish a separate proceeding for lhe review of the TELRIC cost studies.

«11n



31-22-97 03:40PM  FROM REGULATORY T0 914045295122 PO13/016

JAN.2P.1997  3125PM PSC S02 564 3460 NO.216 P.12715

'
i

. ROUTING OF 0+, O-, 414, 611, AND 555-1212 CALLS

© MCI requests the Commission tolclarlfy its decislon canceming the routing of 0+,
0-, 4;11. 811 and 565-1212 calls. The c;ommiaslon had decided that it would not require
BeliSouth to fumish wholesale tariff Qwiws minus operator services since BellSouth
has ho tariffied serviee without operatci;r servicos included. Thus, an ILEC will not be
required to sever its tariffed services froi\m 0+ and 0- services when an ILEC is reselling
the ILEC's tariffed services. However, if1an ILEC and a CLEC agree to & wholesale rate
for a service without operator ser;vices. the Commission will accept such an
arrahgement But, if a CLEC provides si:m'ne through purchase of unbundied slements,
then the ILEC shall provide customized En::uting for O+, 0-, 411, 811 and 5§55-1212 calis.
The bommission medifies its Decemba} 20, 1996 Order to eliminate the statement that
BellSouth shall .retatn 0+, 0-, 411, 811: and 555-1212 calls on an interim basis. [f an
ILEC asserts that customized call routinﬁ is not technically feasible, it has the burden of
prov!ng its claim. |

X. PERFORMANCE AND STANDARDS, QUALITY
ASSURANCE, AND QUALITY CERTIFICATION

MC! requests that the Commission require BellSouth to prepare periodic
comparative reports on its service quaillty to enable MC! to datermine whether MCl's
customers are recsiving equal quality of‘ service from BellSouth. However, BaliSouth Is
requ!fred to provide the same quality of lbervice to MCl as I provides to itself, and there
doesinot appaar to be any reason to ass;umg BeliSouth will not in good faith comply with

this requirement. Shouid MC| have & basis on which to allege that a poorer quallly of

2
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ser‘wce s baing delivered to ha cusbm'&s than to BeliBouth'a, then it should Immediately
briﬁ. this matter to the Commission's’ tuentlon through a petition.

| The Commisslon. having coJ\sldered the motions for reconsideration and
cla:riﬂc‘ation from BellSouth and MCl.land having baen otherwise sufficiently advised,
HEREBY ORDERS that its Decemberizo. 1996_ Order ls affirmed In all respects axcept
as modified herein. ‘
Done’ at Frankfort, Kentucky, tH:is 29th day of January, 1997,

By the Gommls_sion

DISSENT OF CHAIRMAN LINDA K. BREATHITT

| dissent only from the majortty oplnion on the lesue of recombination of
!
unbundled 9Iemertts i

Section 251(0)(3) states that ar lncurnbent local exchange carrier shall provide
such unbundled network elements in & fanner that aliows requesting carriers to combine
such elaments in order to provide sué_i telecommunicgtions service. On its face, this
would logically lead to the conclusion ihat recombination of the unbundled elements in
any manner was contemplatad by Conlgress.

However when taken in context Wlth other sactions of the Act, this conclusion fails.
In particular f recombinations were oonf_emplated. there would have been no reason for

Conbrass o establish two distinct prldnd programs - one for resale and one for network



_ D1-29-97 33:40RM FROM‘ REGULATOKY IR IAUELY

JAN.29.1997  3:25PM PSC 'S82 S64 34€R NO.216 P.14/15

-]

3.l VAN

r

o~

i
eletincnt pricing. The estabiléhment of iwo pricing arrangements I8 inconsistent with the
Idea of recombination of all the eleme;nts.

' Secondly, the joint markeung? prohibition in Section 271(e)(1) states that a
talacommunications carrier that serves !more that 6 percent of the nation's presubscribed
acoéss linas is restrictad from jointly n;mrketing its interLATA toll services with services
obtained from the BOC via resale. This restriction is lifted when a hew entrant
puréhases unbundiled network elemenlis.

| It seems to me a loophole IH_ the Act has been exposed. Commissions in
Tenhessee, Georgla, North Carolina alnd Louisiana have also recoghized this.

| The Act requires the ellminatloﬁ of implicit subsidies, which Is & good thing in a
competitive world. BellSouth's bminbss rates need to come down. However, this
Commission has long encouraged telaphone price subsidies because they keep urban
and especially rura! residential rates lo!war. The Commisslon affirmed this policy again
in Case No. 84-121 by freezing residential rates for a period of three years or until there
is 8 Qniversal service fund in place. The elimination of these subsidies should occur,
but my concem is that it may occur too swiftly if competitore are permitted to recombine
certain network elements. That leaves rlesldentlal customers scratching their heads and
trying to make sense of competition assi their bills increass.

" 1do not have a crystal ball, nor;would | be accomplished in its use if | did have
one. | do not know BellSouth's plans on rate rebalancing; nor do | know how all this will
ultim;ately shake out. The Commlssiori has opened a docket on universal service with

the intent of providing a safsty net where necassary subsidies in rates have been



-13-97 L3:40PM  FROM REGULATORY . "0y e L VAR
Jm.2§.199? 32PN PSC SB2 564 34%9 , MO.216  P.15/15

: )
‘ |
‘ !

rem§vad by compétiﬂva pricing; but “_‘lll universal setvice come to the rescus of rural

customers in time? | fear it may not, h respectfully dissent.

| gERes

ATTEST:

T\ MU

Exetutive Director
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